Memorandum to Board of Managers from the Budget Committee

December 8, 2012

er the past two months the Budget Committee has met to review the status of Village finances, update

estimates of likely FY2012 results and consider general guidelines which might apply to the initial preparation
of the Manager's FY2013 budget. It has done so in the context of an uncertain economic outlook and major
uncertainties as to the sustainability of the revenue streams on which the Village now depends in FY2013 and

the years beyond.

1. Financial position and current estimate of FY 2012 results. Village finances remain strong. Indeed, our
current outlook is that fund balances as of 6/30/2012 will exceed those anticipated eight months ago, when the

FY '12 budget was approved, despite action by the
Board to accelerate sidewalk replacement by
increasing the 2012 appropriation for this purpose
from $185K to $622K. This outcome is a product of an
increase in income tax revenue, reductions in on-going
expenses levels as compared to the initially approved
2012 budget, and a continuing flow of Safe Speed
funds. Our present estimate is that fund balances of
$5.6 million should be available at current year end as
a base for FY 2013 and future year operations. This
amount is composed of $3,125K General Fund
(including $1 million set aside for working capital) and
$2,494K Safe Speed Fund.

Guidelines for initial FY 2013 budget
preparation. In looking forward, the committee has
sought to identify an expense level for on-going

FY 12
(amounts in thousands)
Cur.

I. Revenue Initial Est. Change
Income Tax $1,500 $1,920 $420
SafeSpeed 2,110 1,982 (128)
Other 1,469 1,574 105
Total Revenue 5,079 5,476 397

1l. Expenses: On-going Programs 4,802 4,492 (310)

Revenue vs. On-Going Expense 277 985 708

Capital Outlays & Special Projects 595 1,063 (468)

Ill. Net Draw on Reserves (318) (79) 239

Estimate 6/30/12 Balances 5495 5,620 125
Working Capital 1,000 1,000 0
General Fund 1,565 2125 560
SafeSpeed Fund 2,930 2,494 (436)

activities which can be sustained through the inevitable economic cycles and also provide both a margin of
comfort for dealing with unexpected developments and sufficient resources to meet capital investment needs.
This endeavor is enormously complicated by the Village's dependence on two fund sources which it cannot
directly control: i.e. the state income tax allocation and the SafeSpeed Program.

At present levels, revenues from these sources, together with property taxes, other governmental grants,
investment income, etc., appear sufficient to fully cover all on-going operating expense with a healthy margin
for equipment purchases, capital investment (including street repaving and sidewalk reconstruction) and other

special projects. Going into FY 2013 we will undoubtedly face certain cost pressures and a likely further

reduction in the number of issued SafeSpeed citations. Nonetheless, the committee believes that the current
configuration of Village services is appropriate to its present situation, and therefore provides a good starting

point for FY 2013 budget development.

Specific guidelines that we would suggest the Board provide the Village Manager for developing her initial

2013 budget draft are:

- the overall goal is to continue efforts to assure efficient and effective Village processes and services.

- the budget should assume present staffing and that present cost control measures will be continued.

- although the overall assumption will be a "no inflation" environment, an appropriate cost-of-living adjustment
1ould be budgeted for staff salaries, a 5% cost increase recognized in health benefit and utility costs, and a 1%

upward adjustment for general operating expense.

- the initial budget may assume renewal of step increases for employees meeting or exceeding their individual

performance goals.
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